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1. PREAMBLE 


Cognisance taken of the need that may arise to transfer within approved votes due to the change 
in circumstances and other factors. 


2. DEFINITIONS 

"Accounting officer" means a person appointed in terms of section 82(l) (a) or (b) of the 
Municipal Structures Act; 

"Approved budget,” means an annual budget- 

(a) approved by a municipal council, or 

(b) includes such an annual budget as revised by an adjustments budget in terms of section 28 
of the MFMA; 

"Budget transfer" means transfer of funding within a function / vote subject to limitations. 

"Budget Year" means the financial year of the municipality for which an annual budget is to be 
approved in terms of section 16(1) of the MFMA; 

“Chief Financial Officer” means a person designated in terms of section 80(2) (a) of the 
MFMA; 

"current year" means the financial year, which has already commenced, but not yet ended; 

"delegation", in relation to a duty, includes an instruction or request to perform or to assist in 
performing the duty; 

"financial year" means a twelve months period commencing on 1 July and ending on 30 June 
each year 

"municipal council" or "council" means the council of a municipality referred to in section 18 of 
the Municipal Structures Act; 

"municipality"- 

(a) when referred to as a corporate body, means a municipality as described in section 2 of the 
Municipal Systems Act; or 

(b) when referred to as a geographic area, means a municipal area determined in terms of the 
Local Government: Municipal Demarcation Act, 1998 (Act No. 27 of 1998); 

"municipal service" has the meaning assigned to it in section 1 of the Municipal Systems Act 
(refer to the MSA for definition); 


3 



“mSCOA” is an abbreviation for Municipal Standard Chart of Accounts and is the classification 
framework for all accounting entries for municipalities. All transactions must be allocated to all 
seven segments of chart, namely: 

1. Project segment; 

2. Function segment; 

3. Fund segment; 

4. Regional segment; 

5. Item segment; 

6. Costing segment; and 

7. Municipal classification segment (Only this segment is optional) 

"National Treasury" means the National Treasury established by section 5 of the Public 
Finance Management Act; 

"official", means- 

(a) an employee of a municipality or municipal entity; 

(b) a person seconded to a municipality or municipal entity to work as a member of the staff of 
the municipality or municipal entity; or 

(c) a person contracted by a municipality or municipal entity to work as a member of the staff of 
the municipality or municipal entity otherwise than as an employee; 

"overspending"- 

(a) means causing the operational or capital expenditure incurred by the municipality during a 
financial year to exceed the total amount appropriated in that year's budget for its operational or 
capital expenditure, as the case may be; 

(b) in relation to a vote, means causing expenditure under the vote to exceed the amount 
appropriated for that vote; or 

(c) in relation to expenditure under section 26 of the MFMA, means causing expenditure under 
that section to exceed the limits allowed in subsection (5) of this section; 

"quarter" means any of the following periods in a financial year: 

(a) 1 July to 30 September; 

(b) 1 October to 31 December; 

(c) 1 January to 31 March; or 

(d) 1 April to 30 June; 

"virement" means the process of transferring an approved budgetary provision within the same 
vote from one Item segment or any combination of other segments to another during a municipal 
financial year and which results from changed circumstances from that which prevailed at the 
time of the previous budget adoption; 

"vote" means- 

(a) one of the main segments into which a budget of a municipality is divided for the 
appropriation of money for the different departments or functional areas of the 
municipality; and 

(b) which specifies the total amount that is appropriated for the purposes of the 
department or functional area concerned and includes: 

• Vote 1 - Executive & Council 

• Vote 2 - Finance 
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• Vote 3 - Corporate 

• Vote 4 - Community Development 

• Vote 5 - Public Works and Basic Services 


3. ABBREVIATIONS 

1. CFO - Chief Financial Officer 

2. IDP - Integrated Development Plan 

3. MFMA - Municipal Finance Management Act No. 56 of 2003 

4. SDBIP - Service Delivery and Budget Implementation Plan 


4. OBJECTIVE OF POLICY 

This policy shall give effect to the requirements and stipulations of the Municipal Finance 
Management Act and Municipal Budget and Reporting Framework in terms of the Approved 
budget. 

The policy sets out the virement principles and processes which Matzikama Municipality will 
follow during a financial year. 

These virements will represent a flexible mechanism to effect budgetary amendments within a 
municipal financial year. 

The policy shall apply to all staff and councillors of the Matzikama Municipality that are involved 
in budget implementation. 


5. VIREMENT CLARIFICATION 

Virement is the process of transferring budgeted funds from one line item number to another, 
with the recommendation of the relevant Director to the CFO or delegated finance official, to 
enable the Budget Office to effect the adjustments. 

To transfer funds from one vote to another vote, a saving has to be identified within the monetary 
limitations of the approved vote allocations on the respective budgets. 

Any budgetary amendments of which the net impact will result in exceeding the approved annual 
budget allocation for a vote and any other amendments not covered in the policy are to be 
considered for budgetary adoption via an adjustments budget (per MFMA section 28) 
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In terms of Section 17 of the MFMA a municipality's budget is divided into an operating and 
capital budget and consequently no virements are permitted between Operating and Capital 
budgets. 


6. FINANCIAL RESPONSIBILITIES 

Strict budgetary control must be maintained throughout the financial year to ensure that potential 
overspends and / or income under-recovery within individual vote departments are identified at 
the earliest possible opportunity. (Section 100 MFMA) 

The Chief Financial Officer has a statutory duty to ensure that adequate financial policies and 
procedures are in place to ensure an effective system of financial control. The budget virement 
process is one of these controls. (Section 27(4) MFMA) 

It is the responsibility of each manager or head of a department or activity to which funds are 
allotted, to plan and conduct assigned operations so as not to expend more funds than 
budgeted. In addition, they have the responsibility to identify and report any irregular or fruitless 
and wasteful expenditure in terms of the MFMA sections 78 and 102. 

7. VIREMENT PROCEDURE 

a) All virement proposals must be fully completed on the application form as prescribed 
by the Budget Office Refer to attached Annexure 1) and must be completed in 
accordance with Council's budget policy. 

b) All virements must be signed and motivated by the relevant Director of the 
directorate within which the vote is allocated. (Section 79 MFMA) 

c) Completed virement documentation must also be verified by the Head: Expenditure 
as confirmation of available funds and/or savings. 

d) All documentation must be in order and approved before any expenditure can be 
committed and incurred. (Section 79 MFMA) 


e) No virements after the closing of orders as stipulated in the financial protocol and/or 
formally communicated in line with the financial year-end preparation will be 
considered unless in an absolute emergency that could reasonably not have been 
foreseen. 
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8. VIREMENT RESTRICTIONS 


a) No funds may be viremented between votes (Directorates) without approval in an 
adjustment budget. 

b) No virement shall create new capital projects without the approval as contemplated 
or allowed by the adjustments budget process. 

c) The budget savings from the following line items (necessary adjustments) may only 
be considered and transferred by the CFO 

(i) Salaries and allowances 

(ii) Depreciation 

(iii) Finance Charges (Interest on Loan) 

(iv) Appropriations 

(v) Contributions to Funds 

(vi) Administration Cost 

(vii) Municipal Services Consumption (Water, Electricity, Refuse and 
Sewerage) 

(viii) Internal charges 

(ix) Bulk Purchases (Water and Electricity) 

(x) Agency Fees 

(xi) Grants and subsidies paid 

d) No virement may be made where it would result in unautorised expenditure. (Section 
32 MFMA) 

e) Virements may not be made between Expenditure and Income. 


f) No virement may commit the Municipality to increase recurrent expenditure, which 
commits the Council’s resources in the following financial year, without the prior 
approval of the Mayoral Committee. This refers to expenditures such as entering 
into agreements into lease or rental agreements such as vehicles, photo copiers or 
fax machines. 

g) No virement shall add to the staff establishment of the Municipality without the 
approval of the Municipal Manager. 

h) If the virement relates to an increase in the work force establishment, then the 
Council’s existing recruitment policies and procedures will apply. 

i) Budget allocations may not be transferred from support service (interdepartmental) 
costs. Capital financing. Depreciation, Contributions, Grant Expenditure and Income 
Foregone. 

j) Budget allocations may only be transferred from Salaries if approved by the CFO. 
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k) Virements in capital budget allocations are only permitted within specified action 
plans and not across funding sources and must in addition have comparable asset 
lifespan classifications. 

l) No virements are permitted in the first three months or the final month of the 
financial year without the express agreement of the CFO. 

m) No virement proposal shall affect amounts to be paid to another Department without 
the agreement of the Manager of that Department as recorded on the signed 
virement form. (Section 15 MFMA) 

n) Virement amounts may not be rolled over to subsequent years, or create 
expectations on following budgets. (Section 30 MFMA) 

o) An approved virement does not give expenditure authority and all expenditure 
resulting from approved virements must still be subject to the procurement/supply 
chain management policy of Council as periodically reviewed. 


9. ACCOUNTABILITY 

a) Accountability to ensure that the virement application forms are completed in 
accordance with Council’s virement policy and are not in conflict with the 
directorate’s strategic objectives manifests with the head of the relevant directorate. 

b) Approved Virements will be reported for information to the Executive Mayor on a 
quarterly basis or as part of an adjustments budget. 


10. DELEGATIONS 


a) The authority is delegated to every Senior Manager to approve virements within 
his/her specific vote. 

b) Virements between votes would require a Council resolution which is confirmed 
through the Adjustment Budget. 

c) Capital project virements will only allowed after the February Adjustment budget if 
the virement adheres to the following: 

(i) Are between capital projects already approved in the adjustment budget; 

(ii) Not to be used for furniture and equipment; 

(iii) Not to be allowed after 31 May of each year; 

(iv) Will only be allowed after year-end to rectify projects funded with external 
funds. These solutions must be bona vide solutions and not to balance 
budgets; and 

(v) Only the CFO may approve such virements after proper written motiviation. 
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ANNEXURE 1 
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MATZIKAMA MUNICIPALITY 


No: 

APPLICATION FOR A VIREMENT OF FUNDS 


TO: CHIEF FINANCIALOFFICER 

FROM DIRECTORATE _ 

FINANCIALYEAR _ 

This form must be signed : 

1. by the Chief financial officer (only applications above RSOOOO) 

2. signed by the Municipal Manager (if 1 does not apply) 


matzikama 



Transfer the following savings as identified on the current budget to the following budget allocations: 


Mscoa Vote Number 


Decrease 

Vote Description 


Mscoa Vote number 


Increase 

Vote description 


Amount 


MOTIVATION FOR TRANSFER: 


It is hereby certified that the above request for the transfer of funds adhere to the Budget Policy as approved by Council. 


Approved by Director 

Name: 

Signature: 

Date 





Requested by: 

Name: 

Signature: 

Date 







Savings confirmed by Head of Expenditure 

Name: 

Signature: 

Date 





Approved by CFO / Municipal Manager 

Name: 

Signature: 

Date 





Review of virement processed Head of Expenditure 


Processed by Accountant Budget and reporting 

Name: 

Signature: 

Date 


Name: 

Signature: 

Date 
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